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i        (5) Those to which the convenient appellation of
" nation  building"  objects  of  expenditure
has already been applied in common parlance.
(6) The  existing scale of  expenditure on  those
objects falling within categories (1), (2) and (3) should
generally be accepted subject to scrutiny as to the
degree of economy or extrayagance which seems to
obtain in_individual provinces.
 (c)	The  scale  of  expenditure  on  objects   falling
within category (4) should be determined with refer
ence to the existing scale of expenditure and also to
the possibility of, and the need for, future develop
ments.
 (d)	The revenues available after meeting the Ex
penditure on objects falling within categories (1) to
(4) should   be  made  available  for expenditure  on
objects  falling  within category No.  (5) by distri
bution between provinces based  approximately on
population.
12.	This very brief summary of the suggestions
obviously   requires   considerable   amplification and
elucidation.
The principle underlying (a) is that provision must be made for the essential features of Government •which are set out in categories (I), (2) and (3). The forms of administration, and especially of collections of revenue, vary so markedly from province to province that it is impossible to distribute expenditure for these purposes over India merely on the basis of population. It is not practical politics, nor is it desirable, to make at a moment's notice marked •changes in the existing methods of administration in various provinces. The best illustration of this point is afforded by the collection of land revenue. The •cost of collection must necessarily be much less in a permanently settled area such as Bengal than in a province where there are temporary settlements with Zamindars such as the Punjab, and the greater part of the United Provinces. The expenses in collection in the latter again must be much less than in provinces where settlement is directly with the cultivator such as in large portions of the Bombay and Madras Presidencies.
At the same time there is reason to believe that the same degree of economy did not obtain in the various provinces when rates of pay were raised all over the country after the recent war. Those provinces in which the greatest degree of economy has been shown are entitled to reap the benefits of such economy by having more money available for expenditure under the fifth category.
If it were deemed desirable to recognise the need ior such an important reform as the separation of the judicial from the executive, an estimate of the cost of such a reform, in each province could be made and provision made for the same in the settlement.
 13.	The main classes of expenditure which fall
under the suggested category No (4) are Irrigation
and Forests.    Here again it is quite impossible to
.distribute  revenues  between  various provinces for
expenditure under these heads on the basis of popu
lation.    The expenditure on Forests must be deter
mined by reference firstly to the extent of the forests
now available for exploitation and secondly to the
possibility of creating additional forests with benefit
to the country as a whole.   In the same way, the
expenditure on Irrigation in each province must be
determined firstly by the need of maintaining the
existing canals in an efficient manner, and secondly
by the possibility of constructing new canals which
will add to the revenues of the province or avert
possible large expenditure on famine.
 14.	It is suggested that the  method of deter
mination of the scale of expenditure on objects falling
within the category No.   (5)   should be markedly
.different from the methods indicated above for the determination of the scale of expenditure on objects falling within the other categories, The various provinces haye generally a claim to similarity of treatment in this matter and this can best be obtained by recognising generally that the apportionment of the available funds between the various
 provinces for such expenditure should be on the population basis.
This, however, can only be a general principle. In practice there must be exceptions. There are backward tracts of greater or less extent in most provinces and, however desirable it may be to spend money on nation building objects ii* these tracts, it will not be practicable for some time to come to spend money on these objects as freely in these tracts as in the more settled portions of each province. Provision therefore should be made for expenditure in those tracts which at the outset shall be smaller than in the more settled parts of a province but increasing gradually over a series of years up to the level of expenditure possible in the remaining areas in the provinces.
15. Any solution of the problem along these lines will involve a great deal of preliminary investigation and study and if this method of tackling the problem is accepted at least experimentally, the initial enquiries should be started as soon as possible.
16- When the scale of expenditure of the Central and of each Provincial Government has thus been determined and an estimate made of the total revenue which will be required to meet such expenditure by the Government of India and by each Provincial Government, the next problem will be the apportionment of the revenues between the various Governments so as to meet the expenditure of each Government as estimated in the manner indicated above. The Commission will doubtless desire to retain the present principle that the revenues accruing in respect of
Central       ,_.         ,   „	^     Central
Provincial Sub3ects shaU accrue to Provincialrevenues-It is impossible, however, to hope that the revenues thus accruing to each Government in India shall be equivalent to the expenditure to be incurred by each Government. The problem as to the manner in which the surplus revenues are to be utilised, or the deficits in revenues met has arisen in the case of every settlement between the Central and Provincial Governments. Prior to the Meston settlement the method adopted was to divide a few of the revenue and expenditure heads between the Central and Provincial Governments in proportions which might vary from province to province. The method adopted in the Meston settlement was to require Provincial Governments to make annual assignments to the Central Government, and to make provision for the gradual reduction of those assignments. It has, however, been found necessary to re-introduce the old system of divided heads, although one head alone. Income Tax, has been so treated.
It is suggested that one of these two methods will have to be adopted in the new settlement and that it is rather a question of convenience than of principle which of the two methods is to be adopted. Provincial Governments have urged justifiably that their existing sources of taxation give much less hope of a rapid increase of revenue than those sources of taxation which have been, reserved for the use of the Central Government. The apportionment of sources of taxation between the Central and Provincial Governments will obviously be a matter for consideration by the Commissiott.and the preliminary consideration of its question might profitably be handed over by the Commission to the Finance Sub-Committee suggested above, if such a Sun-Committee be constituted. Unless, under the new apportionment of sources of taxation, the provinces can be given sources of revenue which are likely to yield revenue which will increase rapidly, it may be desirable so as to give the provinces that increase o£ revenue which they need by having one or more divided heads, the number of coaise of such beads being kept to a g"'l'"rTmm-
Even with this device it may stil be necessary to provide for assignments either from or to the Central Government though the object of the Sob-Committee should be if possible to avoM -the use of both these means of bridging the gap between revenue and expenditure in any province.

